
Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

Yowhave askedthe Division of Corpuration Financefor no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS

Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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Re .M an Stanley Smith Barney Request frNActionPethiOn
Section i3aad Section 16 and Rule 1Oa3T
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This ietter.cta isfeorarytel efeha1ffMorgan
Stanley Smith Barney LW and its two tdtimate lrents Morgan Stanley

rgnStaiiiey and together wfth its affiliates ther than Ibidings as defined

below M5513 and other ditectnd indirect aubsidranes of Holdings the Mg
Stanley Partte and Cnrgroup mc igrnu an4 together with its aftiluttes other

than.Hotdfrtgs MSSB Other ectan dfrectsudiarie ofHoldings the

CitigreupPartie Specrfieally the purpose of this letter is to request that the Staff

the gff of the Division of Corporation Finance and the Division of Investment

Management the Secunties and Exchange Commissionthe or the

cotifIi1fiIthat theywould rôt ridtatheCommssón thnt ft take

enforcement action against MSSB the Morgan Stanley Parties or the Ctigroup Parties

$etion and$ 1nlof the..$ iesEhangActrE 934 the jgg

As thsuissed further blow the businesses being contributed to the joint ventures will

include certain non4J affiliates which wil.ibeseparatubsidiariesof.Holdingsas

definihelw. For..purposes ofths.discussion MSSI3 will include Holdings and such

affiliates notwithstanding the fuct th4 such affiliates technically wifl be separate

subsidiaries pfftçklings

onædnuin1 Tratudy -i
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aid.Ru1e l0a3T theünder jfMSS1 the Morgan Stai.IePàänd.th
Citigroup PiitemporariIy p.positjons.on the is described belGw

Totide you with ssar haekgi.ouridait1 ofthisttr

summary of the partii respecthe ngobligations athe rettef requested Part It

piovides an overview of the tbnnation and structure of MSSI3 Part III prvtdes
discussion of the managmenand stictur of MSSJ3 expected to be in place oi the

dosing of the ttansaetion Part provides temporary propoa1 for monitoring and

reporung wider Sectioris 13 and 143 and on ronu SF1 assummg the requested reheffrotu

the taff is granted and summarizes the intentions for such nionnirmg and reporting

after the period for requested rebefhas passed Part provides rationale for the

rtestrelief

Orvtew nf Relwred Reportma and Requested Relief

ReqwredorImALtga1 One Abseni Relthf

As thscussed more fully in this letter Moraii Stanley and Citigroup will initially

mdwectly own and 4% espectively of M$813 and each will haveeextain board

representation ind other rights As result each of Morgan Stanky and Citigroup

bekees that wider Section 13 and Section I6 as of Legal Day One as defined below
andchsent relief iwutdbe requiredte eitbe aggitgÆte uritiesbeneflcialiyoned by

it with securitus bermeffeisily uwned by alt of MSSB or to unplenient appmpiiate

information bainers inaIlo it to disaggregate from MSSB for these purposes in
iuordance with the iCsdisaggregation guidance in its Release No 343953 January

12 1998 including the useof in1brmation barriers the lggaegarron Gumdance
Absent relief on Legal Day One MSSB would be required to separately report the
secuntes it beneflcsllyowns Also on Legal Day One absentcthef emther each of
Morgan Sian1ey Citigroupi and MSSB wonid be requited to report on ornis E3F and Sfl

5tfl tdi UP

2We note thatin.thany1nstaæces.heMS3l3 may hevearepthtingreqnirernent .itinay

reportjQntIy..with.aneormoe dVit.parent

EachofM organ rlcyan4Citir utly.fites.one Form 131 and onólForm SR
report fr all of mt affiliated entities

iTutu$SIM Sian1dCitgroup- OO
Ai73O82tw.I3
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posiiithspeetto securities over whieh.k spLvelydisretioæ

or in which it has reportable short positton oreagages rn reportabJe short transaction

or iiMorgan Stanley would be require4 to aggregate and report securities over which it

ban iestntent discretion or in which it has rportabte short position or engages in

reportable short transaction with all securities over which MSSI3 has investment

discretion or in winch it has reportable short position or engages in reportable short

traasation and Citigroiip would report separately ony the securities over which it has

investment discretion or in which it has reportable short position or engages in

repprtaLle.sbort transaction

B. quested Relkf Lgcx1.DOneThroughMe Applicable Relief Period

as deftred below

The
patties request relief such that with respect tothe Morgan Stanley Parties

ant the
Citigroup Parties until the earlier ofI the datcoti Winch Morgan Stanley or

Citigroup as the case may be can disaggregate us position mon4onn or reporlittg frem
or aggregate its posatioiunonaoring and reporting with MSSI3 in each ease consistent

with the reporting method described in Part below or September 30 20O and
with respect to MSSI3 until the earlier of the date on which each ot Morgan Stanley

and Citigroup can disaggregate its position monitoring and reporting from MSSB or

September30 2009 in each clise such period is referred to as the app icabte 1thf
JIiibr such party.lbrrnposesof SectIOn 1.3 and SectiOn 1.6 pOiiiAig

The Morgan Staniqy Parties witLaggnigateandtepott the secnritzestbey

beneficially own outside MSSI3 with the ecurrties thatthey would be deemed to

beneficially own within the MS Channel as defined beiow and may exclude

the securities that they would be deemed to benefktally own withiti the Sit

Channel defined below
The Citigroup Patties will aggregate and

report the secuntils they beneficially

own outside MSSB with the securities that they would be deemed to beneficially

own within the 513 Channel and may exclude thc securities that they would be

deemed to beneficiaLly own within the MS Channel and

$SBwill not separately repOrt.seeurities beneficishy owned by it

The parties also request relief under whtch until the end of the applicable Relief Perrd
for purposes of Forms13P and 514

The Morgan Stanley Parties will include the securities over winch they have

investment discretion Or in hich they have reportable short position or engage
in a..repottable short sale with the sect rities over which the.MSChannel has

Investment diseretion or inwhich it has reportable short position or engages in

arepona .bie short salç and may exchidehe.secuvities over whicb.tbeSi

Mid IXP

My29 .2009

Page
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Channel ha investment disbrtio or-in which it has arŁpoi-tabk short..poition

or engagesin teponable short sak

TheCitigroup Parties will.inehide the ürit weT which they have

mvetment discretion or in wbieh they have reportable short posItron or engage
rn rcportable short sale with the securities over which the SB Channel has

investment discretion qrm which it has reportable shrn position or engages in

reportable short sale and may exclude the securities over which the MS
Channel has 1nvstment dascretin or in htch it has reportable short position

or engages in rptrab1ebortsale and

MS$13 will rnke utkefftings to indicate that securities over which it has

uwstiuent discretiottorm which itlias teportable short position or engages In

teittable short sale aràiiietuded in reports by the Morgan Stanley P.rties and

thóCitigrou Paftie

During the Citigroup Parttes Relief Period the securities held by the SB
Chanriel will be reported by the Citigroup Parties During such Relief Period the

Citigroup Parties will include legend on their Form 1W reports and For-tn SR
reports to

indicate that such reports inclule securities held by the SR Channel During the

Citigroup Parties Post-Relief Period as defined betow the Citigroup Parties will not

report for either the SB Chamiel or MSSB

During the Morgan Stanley Parties fertod the securities held by the MS
Channel will be reported by the Morgan Stanley Parties furing snob Relief Period the

Morgan Stanley Pameswill include legend on Their Form 3F reports and Form SR
reports to indicate that such

reports inelticle secuntie held by the MS Channel

During the Morgan Stanley Parties Post-RóliŁf Period tbesecurities.heldby
MSSB may be reported by the Morgan Stan try Parties in which case the Morgan Stanley
Parties will include legend on then- Porn 1W reports and Form

reports to indicate

that such reports include securities held by MSSB Under such ureumstances MSSB
will ubmrt notice reports tu state that MSSBs reportable securities are included on the

Morgan Stanley Parties ibm MiP reports and Form $11 reports as applicable

Altemarr-vely during the Morgan Stanley Parties PostRehef Perio4 the icuritie held

by MSSB may be reported by MSSB

Therefore no latet than October 12009 the Citigroup Parties will nor report
on ejther.Fomi 13F.or.Form SR any.securitieoyer which MSSB hasinvestmeut

nirratmrRe db MSSEI MoigaianIey aCaro-oQ4
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dlscretiqn and either the Morgan Stanle Parties or MSSB will report on Form 13F

and Forii SR alt securities over which MSSE3 has investment discretion4 It is anticipated

that MSSB will be included as an other included manager on the Morgan Stanley Parties

Form UP holdings reports and Form SR entries reports and MS8B will continue to

make notice filings with respect to both Form 13F and Form SI at some point during
calendar year2010

Foifowrng the RehefPerwds

1ollowing the applicable pari Iehef Peric4 whit such period as it rfrtothe

applicable party refeited to as the Post-Rebf Pcd fbr purposes of Sectien 13 and

Section 16 reporting

The Morgan Stanley Parties will either
aggregate the securities they

benCtici4lly own outside MSSB with all securities beneficially owned by MSSI3
or implement appropriate information barriers to idlow them to disaggregate

from MSSB.forihes puiposes in ac otdance with thobisaggregation.Guidancei

The Citigroup Parties will implement approprute information barriers to allow

them to disaggregate iIom MSSI3 in accor insith the aggregatii

Ouidaice and accordingly wiLl report unb those aecurniest2iy benefIcially

own outside MSSB and

Where required MSSB will separately report the seeuntie it beuefieially owns
either in stand-alone filug ora.jOint filing with the Morgan Stanley Parties

pu tiant.toRulŒ Ud.4k orE16a3j aappiicabLe

With rØ ettoporins13F and SH either

The Morgan Stanley Parties the
Citigroup Parties and MSSB will separately

report the securities over which the respectwely have investment discretion or

has reportable short
position or engage in reportable hertials or

4The pa ties recognize that Farm SR was adopted pursuani to temporar rule set to

expire on August 2009 and expect to follow similar approach with respect to an
successor and/or form

Morgan Stanley currently expects to disaggregate from MSSB but the timing lor such

disaggreationis in.

COX1entiii Trea by MSsB Sta aadUtigruup tl0
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The
Morgan..Stanley Parties.wittinelude in their reportthe sceitritiesover which

they have investment eretion or in which they have pOrtabte short position

or engage ni reportibte short sale and all seeutities Ovet which MSSB has

rnvestlnent discretion or in which It has reportable short position or engages in

reportable shtsate and will include legend on the front page ol such report
to in tethat.infonnartreaard leg

Citigroup Parties will
report sepatately only the securities over which they have

investment discretion or in which
they have reportable short

position or engage
in reportable shortsak

In the case of the second of the two options above USSB will make notice

filings to indicate that secur1t1e over which it has Investment discretion or in

which at has reportable short position or engages in reportable short sale are

inchidedin repoil lyThe MorgaiIStleyPartiŁs

Dining th palties applicable 1elWPenxl and Post-Relief Period the securities held

tMSB ChanneLsed 4JWMSCh1wjli
obligation by at least one of the Morgan Stanley Parties the Ciugroup Parties and MSSB

ft Description of MSSB and the Transaction Creatln MSSB

.MSSB
Pelawareliniitedliability company fpnued on Febmary 2.O09 All

membership mtcres in MSSB are owned by Morgan Stanley Smith Banity Holdings

LLC DehtivareHniitgd
liabilityco nipaiiy l4igs

Holdings and MSSB were Tornied pursuant to Joint Venture Conlrtbuttqn and
Formation Agreement dated as of January l3 2OQ the by
and between Citigroup and Morgan Stanley Pursuant to the Contribution Agreement and

subject to the completion of definitive litiuted liability cemparyagreeiuent to be
entered into at the closing Cttigroup and Morgan Stanley have agreed to eontnbute

certalirassetsand husinssesto 8SB.thContibu Busi With iàrtain

exaeptions the Ci4group Contributed Businesses the SB ChamtclineJude Citigroup
retail brokerage and futures business operating under the name Smith Baniey in the

United States and Australia and under the name Quilter in the United Kingdom Ireland

and the Channel Islands With certain eceptaons the Morgan Stanley Contributed

Businesses the gppgjand coHeetrely with the SB Channel the Qhgniieif
include Morgan Stanle Global Wealth Management business and it private wealth

management business on worldwide basis In the United States the Cingroup
Contributed Busrncsseamconductcd principally within Citigitnip Global Markets Inc

Catigroup snbsmdiaty and the Morgan Stanley Contributed l3uspiesses are

conducted within Morgan Stanley Co Incorporated Morgan Stanley

subsidiary .primaiybusiness of M5813 will be retail brokerageand private wealth

management Although MSSB through the MS Channel as de$ned in the paragraph
abwe will engageina limited amount of Section l3 eligible princpal.ftyading such

i_I ioga suni.amicagup -.oo
bi

A73025250i3
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fOF the pnrpösó f...fciflntämersandisóxpectàd
to npresent r4atwely small portion of its overall actlvtties The mshtutional bwineses
of.MS and .CGMI sueb as undórwrking.advising on mergers and acquisitioi1s and

institutional and proprietary trading and underwriting will remain in MS and COMJ and

are not being vontribitedwMSSB

it is the intention tfCitigroup and Morgan Stanley.that folkiwingtheclosing of

the transaction the Contributed Busmesses currently conducted by CGMI and MS in the

United States will be conducted by MSS13 in substatiaNy the same fashion with certain

liniitedidificatjon The closing of the tra sactionis xpecte to oecur asofMay31
2009 the CLosjijDate and June 20O is the target Thst day of MSSB perauoiis

MSWs business will be carried ut ty ipproximatey 2lOO0
financial adviots in the United States whose registrations wilt be1ranSfbne4 to M588
For Legal Day One dueto the size and complexity of the combined

entity MSSB
intends to make few changes as possible to legacy organizational operational and

upervisoiy structures as they currently exist in COMI and MS Most sigmfleantly for

certain period oft nrcthe.LLS..ctistorners.oftbe SB Channel.wili.eonthiie to haótheit

transactions cleared through and have their eustmer accim Cüstodiedand carried by
CGML and OS customers of the MS Channel will onmue to have their transactions

cleared througb and have their customer accounts cutodied and artied by MS As part

of this leatifbriºtión theservleesto be provided by MS adCGft d1linehide

clearing and stshng seenoties transactions providingtrade confirmations and citomcr

statements and perfoxmmgctam cashtermg functions custody serviees apd related

services tiumber of lmtions including regulatory compliame andanper%r1sot areas

will be coordmated and aligned and others will be centralled pursuant tn wnbrello

programs and policies that will overlay the legacy programs atid po of the two
Channels Over time and following the parties applicable Relief Penod it is expected

thaflhe two Channels wiil.bcintegiàted into one operation and that ultimately .MSSB

will beeome.fully.Iselfclearing and custody an4cni its own customer accounts

Attire close ofe ansactipntlimugh various sdbsidiaries Mdrgan.Stanley will

own $t%ofRoldingsand tigroupwiltoWn49%.of Holdings As noted ahovethŁ

Contributed Businesses wilt include certain additisnal nqn-U aiThiates of Morgan

6Thel1S Channel employsafull time fixed income rfraditugb incas olloctively

the This Desk maintains proprietary inventory for client trade facilitation and

far prO etary ding purposes
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StaIyand Gitigroup lofwhose hotdngs1n SECregs decurities wIll nóedtó be

tniiiiaccowtt for

Holdings will brnanagd.by.abord directo on ting of four Morgan
Stanley designecs two Citigroup designed and the..senior..most operatin.gexecutive of

Holdings subject to certarn requirements hoard decisions will be made or delegated to

Holdings management by majonty vote previded that each of Morgan Stanley and

Citigioup Will have vetO rig$it with Sttócertalnmatters

Morgan Stanley will be provided with ertani call rights exercisible following
the thfrd fourth and fifth nnmversaries of the closing or upon change in control of

Citigroup which ultmiately may give Morgan Staale full control ofh4oldrngs Citigroup
will be provided cethu put rlght exercisable upon change in control of Morgan
Stanley or under certain cii ounistimees following the sixth anniversary of the closing
Both Morgan $tanley an Citigroup .wflb suhjeet to certain restrietiónson itansfers of
interests in Holdings and on operatmg acqwrmg or holding entities that engage in certain
resiucted bus1nesse lah wtlJ have customar registration rights from the earlier of an
IPO and th sixth

anniversary of closing

Ptior toand followingThe dosinMSSl will rkto..integratc the information

technojo ytems4or both Channe De the massive scale of the joint

ventur hqwever creatiagan integrated IT system from the CGMI andNS legacy UI

systems will require extensive changes to niultipleystems covering range of busmes
uses and itmitiple client comniumcarions and for sme time there will be both product
dateaædsysteffdjssonance

IlL Manaiernent andStrucure of MSSB

MawgenŁn.afMSSR.as cfUgaiDgcMe

As of Legal Day One the MSB.executive management team is expected tbe
in place Most members of the MSSB executive management team will be employed foil

tune by and will provide all of their pifesstonaI sersices to MSSR Howeve in some
inscauces certain members of the team llhave additional responsmbthties at theIr

respective legacy employers eastt rough thetmusitton period James iormnan the

Chairman.and..CEOof..MSS.13 wiltcontThüºtobe..an executive ofMo StaulCy

Likewise certain other members of MSSB management will retain

responsibilities at Morgan Stanley in administrative functions
including operations IT

human resouites and legal Hwver It is not Currently anticipated that any of these

people will be involved in directing effecting or reconuuendrng transactions in securities
or voting secunties on behalf of SSB or its customers There will he other MSSL3
people who may have ongoing responsibilitiesat Morgan Stanley andfr who will be

Cf4Taqti MSSiSeyditii-
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involved in directingthe.voti.ng and investment of ecurities at MSSB HOeve hi light

of the protections to be unp1emntcd See Irfomaton Bariiers be1w MSSB and

Morgan Stanley will not share intbrmaton bout their respective eusomers trading or

their
proprietaiy trading except as necessary to mdicate the existence of rnventoiy or to

ficihtate mi MSSB trade In additton in order to satisfy JatJ Jn4nsty

Regulatoiy Authon quirements regarding review of researeb distributed and

mirketuig materials created by MSSI3 there may be limited number of employees of

the Cthgroup and Morgan Stanley affiliated koker-deakrs who will be duallyregistered
with MSSI3 for certein period Despite the overlapping responstbdltuis these

mdiv tduats during the parties applicable Relief Periods based on ithe separate nature

of the two Channels Cu the two Channels independent processes for makitg voting and

investment decilons as descnbed ftrther below and in certain protections that

Morgan Stanley and Cthgroup will implement as described tbrther below voting and

bivestmeat deeisions ia the.t fnChaniiels will tconsisten withtberoposa1t

mouitoriag.anportingdflg.thepaeppJbJ Relief Periods

Date- fl geinent and Other

As di enased fijrther herein the
Integration of th IT systems is avelyexteilsive

and difficult undertaking thatwift take months to complete Likewise integrating the

te Channels employees facilities and other systenut will be chalkngmg Physica.J

Space will beintegrat dafter.LegatDay One.otily as1lnases eqi1 .andthóbusines

rationale favors combining facilities ys1ems other than the 11 systcm will be

integrated only aanecessaiy to appropriately account for MSSBs operations Executive

management of MSSB will share space in Westchester County New York au of Legal

Day Onc However generally employees will continue to work in the offics in which

they urently wodç and on the systems on which they currently work The integration

process tll be gradual and will take 12-24 innnthstn complete Will wexceptions
until the end of the kehefPenodsfbt both partIes the tv Channels will t.ontmue to

operate hidepend tly

.gand1ivestmeni .nforMSJi Thwthg.the

Witl.in the MS Channe the methodology for voting and hwestment decisipns.is

as follow

Fo JpjhardLcresienqry

auehorIy MS Channel representatives make independent investment

decisions Jr cusLomr accounts over which they have been granted

discretionaiy authOrity by the eustomet rhemdeeisions are made

independently by the representatives themselves and are not coordinated

amng the representatives .MSch ŁEr sentailves not make

a1gh C1ittflifl .Rq bv$S3M Stanley dVitgroup O9
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votbg decisions with re8pect to discretionai.custonier accounts

Rather the MS Chann1 transfers discretionary otmg anthortty to third

party procy advisory finns RrskMetrzcs which vote the ecurittes

bd.nn the gecoædatks cesan MS
Channel

voting commttteenuy overnde the proxy advisory finn yoUng
recommendation or make the votmg decision whçn the proxy advisory

firin.hasnoreconiiendatjon This.same ptocess.applies to üon

discretionary customer accounts where the customer rcquests that the MS
Channel as.a..client service matter vote proxies on behaoftiie

customer

MS Chairn third-priy aged.accourogràmsThe T1S

Channel is not granted discretionary authority twer third-party managed
aecounta eith ihreettoinvestneitdecisiotis.otvothg Rather

MS Channel customers want voting and ravestment discretiori to the

thrrdpart manager of the aceoimt Accordmgly the third-party manager
makes vathigan4 it stmeritdiisióiw for the uStoruersin these

ttanaged accounts

Voting and lnvestnjiscretioChanuej

Within the SB Channel the methodology far vothigand inestment.dccisions issiniilar

For orneraccnins ow wliich.theSB Channel iitrnay
aiiSIiori The SB Channel has pe önel.whdevdop sector Æfloation

targets whteh are then shared with individual financial adviser or are

incorporated into investment advisory accounts or mostdcretrenaiy

aCCOunts.thefnaueiadvisorankinvesftnentdisiors.guided by the

recommendations of
Citigroup research Fr uwestment advisory

prognuns which include asset allocation features the financial adtsors

assrt clients in choosing an asset allocation model which is comprised of

mutual funds exchange-traded fuuds...oreparatclynianaged
accounts managed by third party manager In some cases the

fhtaneial advisors may ithoose such mutual funds ETFs or separately

nianaged..accounts The SB.Chaanclgenerall makes voting decisions

for customers according to the reommendanona of thwdparty proxy

advisory firi1ise RtkMtncs In relatively small number of cases

whesuebthr.sliaye c9nflktLOrothCtWl

reeomtendatiens vt leelsions artmadebya eómndtteeof

employees the SB ClianncL

For fkrney

Chnel.dekates.the discætionary authority that it is.granted by the

thP iióg SdCitigrnpOiR6
73028250J3
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tistomer.thid-piiagees whôznakó ôtAng and iŁstnt
lecisions for the custoith ers in these naged.accouats

As is evident the two Channels have their own separate processes for making

voting and investment devisiànsand where their own representativeareaetuafly

exercising discretionary authority these deciston are based on independent factors

These processes will generail stay in place through the parties applicable feliet Periods

and combined with the other iet set forth in thisletter mmimize concerns regarding

and votingdce jsiOg While

employees of each Channel at the senior levels may interact from time to lime

ihvestætaidvothg and

fnfinitation I3wI

Cnnmenctng at Legal Day One MSSB MOrgan Stanley and CitigrOu will

maintain information barriers to procet their respectiv custpmer trading information

Morgan Stanley and Citigroup will notsbare infonnation about their customers trading

with MSSB nor will they sh.ire with MSSB information about their proprietary trading

except as necessary to indicate the existence of mventoy or to facthtte ai MSSB
trade MSSI3 will not share information with Morgan Sanley or Citigmup about it

trading except necessaiy to execute trade through MS or COMI Morgan Stanley

and Citigroup will not share information aWut their pending mvestuei banking or

mergers and acquisitions transactions with MSB except to th extent MBis
participating with one or both flrnts in dsributioit of securities ot as necessary to

entbrte statutory tn dttgiestrtctions sticiras the Ti tender dffŁrrttles Although

MSSB will net maintain fomial infoniatlon barriers between the MSchannel and the S3
Channel we note that during the parties applicable Relief enodsxegistered

representatives in the SB Channel will not have computer systems access in customer

positions and trading information in the MS Channel and registered representatives in

Cite MS Channel will not have computer systems access to customer positions and trading

iüfOrmation in the SB Channel During the parttee epplicable Relief Peiiod cinitomer

CradeintheM.Chaiinel will eared.throughand ustodied at MSaieustntner
trades in the SB Channel will be cteared thmuh and custodiet at CGML As result

Morgan Stanley and Citigroup believe that it is imhkely that regiteted representatives

and customers in the two separate Channeia will have any practical ability to oordioate

tradingf securities

In additiOn totheiflfOniiidiOnbaæhasdcscri$edabove fora variey of legal and

compliance reasons Citigroup will implement information barriers between it and MSST
on Legal Day One designed to permit the positions and actiittes of MSSB and Citigroup

not to be attributed to one another for the puiposesof Sections 13 and 16 and Rule l4e5

in accoidance with the flisaggregation Guidance However even though Citigroup will

have infonnatkin bar ers in
place on Legal.Day One because Cutigroupwill not

cnrreitRequedMhga iy.acitgupOQfl
V73G2528oI3
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have completd lTint ttion eftbtt it will not bein aposition to file beneficial

ownership and itniiarnpOrts on Legal Dày One that disaggregatMSSB

1V Temronui honotU fetLetd DaO ontriaiE and ReportinE

Juder SØctlonil 13 and i6 and an

FormSR and 1ntetins for Speli Mnutorinf and Reorttni For tbe Poit

Pmpa1fiir.Thmporaiy I1f

Duiing the appli ablRel1efPenod the MoTga yhrtes and the

Crtigrotp Pames nppheahle will sitinpe petnrentposium rtiondorrn

and reporting cluding of boaefieiaI ownershp and of secutittes over which they have

investment dictetion policies procedwes and practices Each ofhe Morgan Stanley

Parties and the Citigroup Parties will aggregate tlsecunties managed and/or

beiefica1ly owned hy the ortion of MSSB that was contributed by such party That i.
the Morgan Stanley Partte will include in their monitonng and reporting the MS
Channel and the Cingroup Parties will tru.lude in theirmonitoring and reporting the SB

ChanneL ThMS Yin0t arid gg1 best

with lj5 1Sf lispentlv inonitored.andrportedoriaa.aggrega ted basis

with Cthgroup There are dedicated groups for ach parent cbatged with monitoring arid

reporting its positions and these groups will contInue to do such monitoring and reperting

for each parents respective Channel during such partys applicable Relief PerIod

Durhig the partle applicable Relief Pertod MSSB will not report separately any

securities heneeiaIltôwnØdby it

Intheevent.that either the Morgan.Stanley Partiesor theCitigroup lies are

required to file any reports duung their applicable Relief Period On Schedule 131 or

hedtile 130 or unLer Section 16 therelevant Parties will add footnote disclosure

disclosing their relationship with MSSB In addition during their applicable Relief

Prioth.once either the MoiganStatitey Parties or the Citigroup Parties determine that

reportable threshold baa cn exeebded byeh partte and their respective Channel such

partlea will include ni such fotnote4isebsurejh portion oftbe holdings that is

attdbutàble toMSSB flyway ear pJe.W the group Piirties..were .t file

7We note that while this information urn be determined manually by each party with

respect to an mdtvidual security for which reporting threshold has been eceded and

tiling is being made neither partycurrently has the ability to monitor on an ongoing and

tnoreContinue4 pn Nei Page

5hith M$Si3M ajy
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Schedule 13G tcirport the..be fiI ov iership.ofa security which on an aregated
basis with the SB Chaimel exceeds repozttble threshold they would include footnote

disclosure Indicating that Ctttgrqup owns 49% of MSSB and that the portion of the

secUrity bend icially wnedbV.MSSB is the ieostanding.secuiities

With espeetto Fonns 1sf apd SE the parties similarly propose that each of the

Morgan Stanley Parties and the 8ttgrotip Parties will continue their respective reporting

with respet ti euritieohih they have ittvetttientdiscretiön or iæwh They

have reportable short position or have engaged in reportable short sale ad
accordmgl will aggregate with and include in their reports the SecuntLes and

transacns in theit respective Channel The parties will include legends in such reports

consitent those descril ii Pirt ahovó

ReIef1eroŁ

Given their difret sy.sten$aadreapective levels.olTownership ii MSSB
Morgan Stanley and Citigfroup have dJfrrenthmetablesior

resolving their respective II

thaUenges in order to be ut position to aggregate wrth MSSI and eventually

disaggregate MSS8 in acqt4aneewith the Disaggregatton Guidance Morgan Stanly

heable toenttietelyaggre taits sioiiitoringaid

MSSJ3 on Legal Day One hut in anyeventexpectsto ableto dosonolaterthan

September 30 2009 and will disaggregate MSSI3 in accordance with the Drsagregation
Guidance atsomepoiutto.be rmhafter thatdate Citigroup expects tO be able to

completely aggregate and disaggregate hi accordance with the Thsagregation Guidance
its position momtorrng and reportmg system from MSSB by September 3O 2O

oattote continuedfrom Previous.Page...

daily basis the securities helby the portion of MSI3 contributed by the othçr puny in

order to detennhie whether reporting Threshold has been reached on an aggregated
basis 1TChaIIengesinPartV below

The parties recognize that Form SF was adopted pursuant to teniporar rule set to

expire on August 2009 and expect to fbi low similar approach with respect to any
sticcesor rule and/or form

Witb respect to this anticipated tinting Morgan Stanley is currently receiving daily test

feed from Citigroup which reports positions hi securitIes within tlSB Channel Morgan
Stanley isirtth ....processof adaptIng its Ii tern ut.reiidThjsfeed andto2aggtegat the

FooeConUnued on Next Page

TRIYy MS$iMQgan Sta andCgetq 0C13
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Accordingly the pattiesrequest that the Staff grant teniporay relief tóallow each of the

Morgan Stanley Parties the Citigroup Parties and I4SSI3 to report positions the basis

desonbed in %ropozijfor Temporriy hefdurng the appbcabte Relief Period

Eitlter MrganStthlŁ wCMgtoup may be inaiOlitrtiön tbath

whih ne longer requires relief earlier than the other party rn this ease the party that

able to begin reporting without relief earlier will infnn the Staffui writing aceorthngly

Sirniiniywheiierparty bgi dgpe tM$$B .dÆitcc the

Disaggregation Guidance which
nlay

be before or after the other party it will Inform the

staff in writing accordingly

Intrainfor thPöt-Reiif Periods

Following the integration of the MSSB data into the Morgan Stanley and

ptthe will thötbiIit to complyWith 8ctionsla.aæd 16

and Rule 10a3T and to nonibr and raport their repective owtierslup positions

mdependent The parties expect tlus wilt occur no later than $epteniber 2009 Each

pfrwould rrtadetiihed in Part l.C above rFoftowiig the ReflefPenod

As of Septetnber 30 2009 Citgroup expeets to ggrcgateMSSB lii

accordance with the Disaggregation Guidance for
purposes

of momtonng and reporting

interests At future date to be determined Morgan Stanley expects to dsaijgregate

MSSI3 in accordance.with the DisÆgr.ógatkin juidancelfor purposes of monitoring and

reporting interests These structures will ensure that MSSI3 is operatIng as separate

entity from an investment perspective and is making wdependent investinenç voting

dispoiItionandothermvnershipdecisions Atthe thte these j1fation barriers

poheins and procedures are firily implementc4 the LT capability wilt ex.st such that

ccura1e and tin .nrep ynrSI3wnpQsi4QflL

.V oaReiustad Reihif

FooiOteeontinued frOm PreousPàge

position itifOthationbh its.own positioainforniatkin and that of thóM$ Channel

Citigroup is similarly receiving test feed from Morgan Stanky whidh will enable it to

report pqthons in securities within the MS ChannL The nnplemntauon of these tends

by the end he part tlielief PØrids
atwhich time the

positions within the two Channein of MSSR wU also be able to be

contbittedtrom an IT. pºrpeetive

nnamqestedbj MSS .MgStanyandCtigtoup 0014

N7302525013
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We believe thefollowingargunient.support the request fOr relief

BusinescYocuedon Agency zther Than Principal Thadrng

Because roup ot.oatributing.a.principaI trading business to MSSB and

Morgan StanIe is cotnnbutmg just sitiall principal trading busrness the primary
business of MSSB will be retail brokerage and private wealth management and the

majonty of positions are in customer eceunts the majority Of shtth are non
discretioiiary AIthouh MSSB will engage ma limitØd amount Of principal trading

expected to be for the purpose of facdttatmg cpstomers such trading is expected to

represent relathely small portion of its overall activities As rccul Mergan Stanley

and
Citigroup epeet that on its on MSSB wift rarely ttever teach

reportable

thresholds ofsecuætiØs.owjier$hjpÆtthe

If the requested reliefs grante each of MQIBSU Stanley and Citigroqp wilt

continue to aggregate and include securities managed and/or beneftciaily owned by its

rcspeCtiveQhannel wIth..sºcurities it inanage and/or beiieiafly owns Accóidingiç

even though the proposed structure may mpait be inconsistent with the strict

requirements of Section 13 and Seetin 16 the proposat satisfies the regulatory rationale

behind these.requirements Ttie.prposal will tern potarily thlfittthergilatory objectives

for accurate miormation in the marketplace to the extent applicable thresholds may be

exceeded

13 FznthriPublk PiIk bjectives

Absent the requested relief itis possible that the transaction will not be able to

close until the IT systems are developed to permit aggregation and asapplicabte

disaggregation of information required tebediscioe RoevrThe.inipbrtance..Of the

swift and successful completion of the joint venture in the current market environment

cannot be uaderestimated We bclieve that the nipnitorin.. andreportingehallenges .faced

the proposed Joint venture are uniqucand possibly unprecedented Wealso believe

alternative proposal iOithuned in this letter the

balance of public interest weighs in favor of granting the muted md temporary requested

.rewiutwhicbeolosing.ofi Iran ctionwoukl have to he dctayet

Ih5h
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PITSthnt.Thiaflcjaj.Crjsj$ creates .specia1 need fir urgaicy t.óiothe
joint enure transaction The rnmsaction will provide certant at tune when investor

confusion is rif.and confidcnó js.o C.usto.iners.of the two finmotildbeprovided
issuranee ol the More atnicture their sccunties firm when many are nrugghng with

lInanicnta1.questaons of whom..U ey can trust With their InCS and tUrn to fot advic

Second the joint venture structure proposed byCitigroup and Morgan Stanley is

unusnaf Most Iraisactions involving changes of ownerslnp of broker dealer are simpe

acquisttions not reqwnig il ieger of two retail operations with ongoing aangenieuts

with two legacy fnna These ongom arrangements with the legaty firms create special

corn pheations in compln W1th Sections 13 and 16 and Rule I13T othets for

winch we are seeking separate relief Moreover the sharing of legacy firm ownership
data that is required petfonn this aggregation cates significant ongmngbuauteas

con tbe1egmy bisthat are notcoiitrbutedtMSSB.pilarJ
for Citigroup which does not have management control over MSSI3 Nut only do these

unique monitciringand reporting chaUenges.noj arise in most transactions discussed

further in the next paragrapb they also are more challenging in this transaction than the

ssuesniore.conimonly ralsed

Thir4 thescakof the jpint venture is nnusuaily large touchng.more than tO

million net aecowits and.creatingtechnoiogieal.challengesofinuncnsesc FOrT

MSSI3 Morgan Stanley and Citigroup to respond to the resuttmgdisclosure challenge

they must make nFe changes to multiple systems covering range ofinonitonng

nd business uses Given their scale temporary manual fixes to address these prh1ems
are not praeticable and wcaddnotresultin aceurate.informaticth being consistently

proided in timely manner to the public The scope of these systems changes is perhaps

unpreeedeined.for cobinatiôn of retaiI.operations

.Fourth despte.the ohallengespesed by th scopofthe eysteins
changes MSSB Morgan Stanley and Citigroup are committed to implcinentmg the

changes in timely and comprehenswe manner Therefore the requested relief to last

only tbr the relatnely sbpit uiterhn period until such rmplcmntatioit is complete so that

.custcanerand the itiark tiny retoive tIwbenefiofeertai nty.p.rkklly.ciàsinthe

So.SEc NAoii imLet r-Her Mjesys Government EvchangeAt Section 134
Reporting datdDecember 1O 2OO8 which was grante4 in part baseil on the United

Kingdom governuients sponse to The jnternatjànalfinanciälcrjijs.

Confkkutiªi 1tRqiSi3Morg Stanley sndCtIriup -OQ 16

A782guiMnLP
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traiisaction as soon as possible The requested relief will allow the parties to óà.the

transaction more quickly and is ippropriate and In the public interest given the current

hancial market turmoil

Tniewofthual.structurŁthjóintventure ttani 4boo the sate of the

jonit venture the massive resulting ysnhang 11 tirgeutneed ft provide certainty

to customers and the turmoil in the fiaanctal markets believe that it should be

possible for the Stall to provide relief hi this sitUatin without creating precedent that

may be used by others where the exigen1cwoumstances presenthere do not exist

Moreover we believe that the provision of relief in this circumstance will benefIt

Investors and the pub1a and will not be contraiy to the Coinnussions investor protection

mandaie

Coordination of Gkiba gi4at. Regimes

Each of MorgM.Statdey an 4ure Gf interest rogimes

globally with each having its own reqwreineris and standards frglobal momlonngand

rporung Aeordiiigly monitoring and repqrtkig on globa1 level will reqtnan IT

syaiem that will workdff ctivelyina global basisandimplementing this .sstm will

take time

Fran prac l.staitdpint itniayhedilficult for Morgan
to resotve the IT integration challenges prior to or immediately after closing the

transaction such that they and MSSB may effectively monitor and report in any way on

Legal Day One other than what is proposed As noted ahoy there will be stgmfieant

wk involved in nitegranngihe MSS1 dató tntO two eitnpaiues IT systems and in the

sneantune there wilt be ubstantia4 product dataandsystent 4msianee That said the

two fIrms are making dthgefl etTortL and have prqject teams in ptaee to aclueve sufficient

IT iraegratton as soon as practicahie to be able to comp with iosurreguatkins and

maintain the confidentiality of sensitive ownership data without needing to implement

onerous manual olutins lo dale eaeh of MS and Citigroup have exchange4 data feeds

of their reporting positions that will becontributedto MSSBon Legal Day.Oneandtlte

parties are working withthcse feedsas.decribedin.Noto9above towever The parties

expect the integration issues for the IT systems that are relevant to position reporting to

be resolved gradually over fw months with goal of complete integration by

September30 2009 Laeh of the two flints has prQjeet plan with clearly defined IT

milestones and goals and vdtich sets out the steps that have been taken atid the steps that

remain to 41ónoardeoinl ºinüioj

to tIme extent that theIT are not integ tied aS neceasary to fadlikato

compliance.by Legal Day One iMnual WOlkar ois WOuld.betheoiily possible

Qnfidenti en Requested by M5aMurg.stany and gruup 17
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repottitigsOMiOEiabsentreliet Hówever thó unp ci ted .cale of MSS brokerage

operations m4es such uanuat workarounds impracticaL and any form Gf manual

workaround in two veiy large orgarnations raises gnant coaeerns regarding the

rcisbthty of data and the resnltmg eonIusrons and reporung In addition preparing
and

implementing these manual woxkarounds wciukl require significant IT work and would

ultimately distract and dely the frms
respective IT groups as welt as tbetr compliance

personnel from their primary goal otiT integration and strict compliance with the rules

in thenear term

The fol garesomeoftjie.IT issies.thatmustbe resolved befo the

succcsful mlegration of the MSSI3 data into the Morgan Stanli and Ciugmup it

systems fr ftthpgIand.disdosrespurposes

Securities data ideffiea1ion issuc Pot teany securities there is no

common international security ideittifler This is patieularly the case for

Structured prducis and denatives where the linkage between the

.4riveandan underlying listed security may acc4to.be.manually

establishedtoensure.that a.finns aggregate position

Morgan Stanleyand Citigroup scdifferetit methods of dcnnlriug these

securities in their respectwe databases As result there will be

discrepancies if the position data is integrated prematurely To resolve

thisisue latioiitable must be en ted.to elimini the

discrepancies before the Contributed Businesses position data may be

The proces.q tlagt1e ag.reiea.t
data from Citigrotqs systems to Mor nanleyts and vi..e versa will

he ti sutniPgid difflult

Data Model Differences Morgan Stanley and Citigroup use different

data mtidels and uk atelcapeureTheitposition data differently

Morgan Stanley and Citigroup are working together to find common
data model in order to process

the positions together Each IT system

vo.tIetsdiffereutüi format ion abont customer accounta and even where

they collect the same information they may do so differently

complicating efforts to dctennmne which data bould be included in

report aui4 howitthould.bç .caic.4ated pa icolarlyfor.purpo sof

popuiathtgSehedides 13ff .otin 13JÆnd.EmSE

Lgiaties Ibr Tmsfrring the Data Dte to.the sensiti.viyof.thedata

Morgan Stanley and Citigroup must agree on secuie way to transfet and

waehoUsecross.fimi jnf it fls tb entiIdinfnn t1Oi

is not disclosed Although Morgan Stanley and Citigroup have diftbrent

toolsavailab1eto do this.they must agree upon standardato be

implemented on both skles.in order to begin ante atedtransm.Lssionsin

.1 ia ni uitciby M$$mseynd-is
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ulanli.er This effo antakó time.if one ofthepas.nee4s.to

.açquireandintitll oew.toIi in order tósuppobeserequireinents

rioted ithe patties ept these varic 1T..integ4ion issues tobe resolved

gradually overa few months withÆ goal of pt æteati..bySeptember 30.2009

Ternporiiy So1ufrg

Finally and most notably the propos1 for Ld Thy One sónly temporiryshw proposed in the mterest of provkluig market tnmipancy under difficult

circumstancea It ia not permanent ind is utereiy meant to bridge tbrcpotting gap until

the ation issues for the if systems that are relCvanttoosthon reporting are

resolved With respect to the Morgan Stanley Parties this may be by Legal Day One but

could extend until Septethber 30 20ö9 and with respect to the Citigroup Parties and

MSSI3 this isexpeeted to be by September 2009 Each of the Morgan Stanley

Parties the Citigroup Parties and MSSB will monitor arid report in compliance with the

rules as wntten as soon as such party has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

begin reporting on basis which does not require rehefearlier than the other and earlier

than MSSI3 in this case the
party that is able to begin reporting ithout relief cailier will

inform the Staff in writing accordingly In addition when MSSB begins reporting on

separati basäj.will ataoinfonn the StatTloiting accordingly

VL ..Contiusion

in conclusion MS1513 the Morgan Stanley Partiesaiid t.e.Citigroup Parties

request that the Staff.of the sionofCpotatkm neerul the.Divisionof

lnvestmeiit Management confimin that they would not recommend to the Commission that

it take enforcement action agatust MSSB the Morgan Stanley Parties or the Citigroup

Parties under Section 13 and Section 16 and Rule i0a3T ifthey temporarily report

positiOnSOæ the basis described bovØ

VIL CnfldØntlai EreaUuejBquest

As cif the date fthi letter the parties have not puhhcy disclosed certain

infbrmation contained herein including their expectations regarding the closing date of

thri transaction Public of thi5 information could have adverse conseqiences
fOr the panics Por example an unexpected delay in the closing could be interpreted by
market

participants as an itidicatton that there are material difficulties with the joint

venture when none in fact exist Accordingly noticeot this letter is also being sent to

the Office of Freedom of lnkrmation and Privacy Act Operations of the Commrsion
and we respectfully requestthat the Commissionaccord confidential treatment to this

request andanyrittcn ftspensefrornthe tiffthereto pursuanxto 17 CFR .200Sl

A1732a28riL3
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until theearlier of.i thØClosing Date and ii the dtthat is 120 daysfrom.thedatsOf

the.Staffs respensetethis letter

Please contact.Laurie Cerveny àfDingharn MeCutchen LIP at 617 9S1-8527

MisehaTravers of DØvis Polk Wardwell at650 75Z-2014 aithe Ondersignedat the

above phonçnnntbei to discuss any quest Ot COMMints tcthis letter

Sincerely yours

John
tfuttschneider

cc MkbelleOroschakoffMorgan
Anne Cooney Morgan Stanley

RoseAnneRichter bthrgan Stanley

Dennine .l3uRard Mbrgti Stanley

Joyce KramerMorgan Stanley

Michelle Wilke Morgan Sn Icy

NeaiSuftivanBingham.MtC.nt4en 142
Amy Kto.ll QThIshathMóCutt LU3
hardy Cauootr h3tngham McCatehen LEAk
Laurie Cnrveny Biagham MeCutchen iLl
Karyn PcdÆk Citigci.p.thc

All iCft An Citigrgup Inc

Lanny Schwartz Davis Polk Wardwell
ischa Travers DSYIS.Plk4 Wardwell

Conknali-eaumntgequesiedhy MSSRMórganStwtyandCftignxq-OG2O

A17302828t13
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